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s THE PROBLEM

To estimate the Cuban situation and|outlook over the next year
= or two.

iR

ok CONCLUSIONS

? A. Castro's hold on power is frm; tHere is virtually no chance of

his overthrow in the foreseeable future.

B. His regime has abandoned ity ill conceived program for rapid
industrialization and is conccntrating on what Cuba can produce most
readily—sugar. The economy is making some progress, though not
enough to advance living conditions|much during the next few years.

C. Recognizing that he has no ﬁtemaﬁve to further large-scale
aid from the Soviet Union, Castro h toved politically closer to the
Soviets and has cooled toward the Chinese Communists.

D. He no longer views all Latin America as on the brink of revo-
lution, and will concentrate his ¢ tine support where revolu-
Honaries are already active—in p lar, Venezuela, Guatemala,
Colombia, and Peru.
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DISCUSSION

1. PRESENT SITUATICN
A. The Economy

1. After a pen'od of murked decline. the Cyban economy leveled off in the

latter part of 1963 and has since made some
sugar production. Industry and basic services

bains, owing chiefly to increased
tinue to suffer from shortages

of parts and replaccments, though overall oufput has improved in 1964-1965.

Cuba remains a client economy, heavily de)
the Communist camp, particularly the
goods and services—including aid from th

ent on economic assistance from

has moved somewhat above the level reached |before the Castro revolution, but

this has been offsct by increase in population.

SELECTED ECONOMIC INDICATORS

Note: The Agures which follow are o
of 1965, preliminary estimates.

1957 1941

Communist Economic Ald to

Cuba® ..... ... PN None 3
Cuban linports . ...........¢ 883 7
Avatlability of Goods and Serv-

jces (1957 prices) .....-.. 2885 2913
Gross Domestic Pruduct (1857

) I 2,538 3,0
Population (in milllons) ... 8.4 8.3

S
* Estimated on the basis of annual
Dmmtlmhxdetechnialmhhmeordn_

2. As the economy has taken on the atg ib
administration, the distribution of good
The government's share (now more thag 20
the revolution. Much of this incrcase goes
the extensive education program, and
sbout an improvement in the econom
students, party mcmbers, some of the
Investment expenditures also now absc ba
although the increase has not been great.

ic lot

(In Millions of Doilars)

best estimates and, in the cuse

1962 1963 1964 1983

240 370 260
750 833 203

E 8k

2800 3000 3220 3

2820 20435 234 3,050
8.3 69 7.0 7.1

e def

now probably 20 percent lower than i

boits with the Communist countrics.
subsidy.

es of central direction and socialist
nd services has changed sharply.
percent) has almost doubled since
to the large military establishment,

Jandid social services. This has brought

of certain groups (€., scholarship

ilitary, and those formerly very poor).

larger share of goods and services,
Private consumption per capita i
Numbers of people, especially

1957
among the urban middle class, are co sid¢rably worse off. Poor quality and
shortages of many foodstuifs and consumer

goods is nearly as long ss ever.

..‘Zd" persist, and the list of rationed




:‘4 . 3. Having drastically scalcd down its overly amﬂ)itio s scheme for industriali-
3 oation and divessification, the Castro regime is|co mtrating on expanding
T3 production of Cuba’s traditional agricultural comm ities, particularly sugar.
Ay Sugar accounts for about 85 percent of the value|of Cuban exports and repre-
. sents some 25 percent of gross natiowal product. Thus the prices obtained in
oy any given year—along with the quantity produg a major determinant
s of the overall state of the economy. Cuba's vulherability to low sugar prices
‘ - on the world market has been reduced, though| by [no means eliminated, by
g the commitment of the USSR and certain other mbinist countries to purchase
~ L large and increasing amounts of sugar at six cents pe pound.’
R 4. Tiss year's sugar crop of six miflion tons a|notable achievement. To
e meet this dificult goal, howev.r, the regime was forced to divert land and
P labor—often by ;on—from other production.| Lronically, world sugar
e prices are s0 low that the total eamning power of utmhmest is no more than
oo that of the smaller 1964 crop, and hard-currency ings from Free World
= 4 markets are considerably lower. Thus, although Cifba's overall cconomic pet-
e formance is improving, the total supply of goods and services probably will nut
oy, 5 increase in 1965, and the economy’s gains will |do [ittle to diminish consumer
e dissatisfaction.

B. Internai Political Matters

5. Castro’s hold on power remains firm. Hid revolutionary party (PURS) is
only beginning to take on significance at the natignal level; at the local and
provincial levels, however, it plays an increasi ngly| active and important role.
Within Castro's entourage, Raul Castro and President Osvaldo Dérticos have
gained stature; the former controls the military :n£ is second to Fidel in the

bt PURS, the latter has assumed control of the ».\Tﬁni try of Economy and of the
ol Central Planning Board. Early in 1065, Fidel Cagro took personal control of
: the Agricultural Ministry (INRA), replacing Carlos Rafacl Rodriguez, a leading

e 3 Old Communist. Che Cnevara, once the regime’s number threc man and
i

! Sugar Output (in million metric tons)t

= 1987 1961 1968 1963 1964 1963 (ertimated)

% . - ird 68 48 38 4.4 8.0

Cuba’s internal sugar consumption s 4 to 5 million jons a yesr. Since 1961, Cuban
to Free World customers have heen about 1.5|million tons a year, but will be
3 cbcrb!.ﬁmiﬂbumlnlw.'l‘bcs‘wvm and other Communist countries
& have taken the remainder of the crop. The regime’s pmbitious plans call for a stendy
& - incresse In sugar production to 10 milllon tons by 1970. The USSR is pledged to take
0 2.1 million tons this year; 3 million in 1366; 4 millioh (n {967; and 5 million in 1908-1970—
= all at the fixed price nd. All|but |8 very small proportion of this is
k 3 : g thus the sactual amount received

hy Cuba is conditioned Communist China Is scheduled
to take 700,000 tons in 1 sugne will g to ather Communist
. " countries. -
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revolutionary ideologuc, has been out o
tioning as Minister of Industries.

8. Political infighting betwcen the
tinued. with the Old Communists cleatly getting the worst of it. The demotion
of Rodriguez represented a blow to old-line influence. Joaquin Ordoqui, another
important Old Communist, was oustey. brn his party and governmental posts
last November. He has been accused of treasou and is being detained but
has not been brought to trial. The Qld Comnunists continue, nevertheless, to
play an important role at the local and pro ial levels.

7. Opposition to the Castro regime nins fragmented and feeble. Govern-
ment propaganda and mjass mobilizs TS have had somc success.

Commwists and Fidelistas has con-

C. The Milita

e great |bulk of Cuba's military equipment is

Soviet-supplied; for the past year shipments have not been large and have
spare parts, and ammunition. Addi-

consisted mostly of replacement ite
Honal training has probably increased the overall cffectiveness of the Cuban

military. As a result of the genera cogscription put into cffect in 1964, there
now exists a growing and trained ady fescrve force. Nonetheless, the Cubans
luck actual combat experiencc. They|r-main dependent on the USSR for
material support and advanced training, We continue to estimate that about
2,000 Soviet military personnel remgin |n Cuba though the number may have
declined somewhat; some of them are military advisers, most are technical and

maintenance personnel.
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D. Castro’s View of the Warld Situatign and Cuba's Position

10, Castro continucs to be primarily a revglutionary. He is also an cgotist
who exaggerates Cuba’s importance—and his in world affairs. He clearly
feels that the mutual deterrence between the two great nuclear powers gives him
room for maneuver and apportunity to wield influence out of all proportion to
Cuba’s sizc. In sum, Castro attempts to play three roles simuitancously: of a
member in good standing of the Communist gump: of a fratermal figure among

(el f;:;‘._"._gu,;;}q':tacr"f g RTARI R SRR LR TR,
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) revolutionary forces.

the pon-aligned countries; and of a supporter O olutionary inovements—
Communist or non-Communist—which oppose “cgpital imperialism.”

Cuban-Saviet Reiations

1L Cubs’s need for substantiul ecunomic assistance provides the USSR with
its main leverage on Castro. We belleve that the neISovietle:deumsome-
what more inclined than Khrushchev.to use or threafen to use that leverage—
but not to the point of actually withholding aid. ough a substantial number
ofmmiantechxﬁciammﬁnuetowaka dvisers to Cuban industry, the Soviets
probably feel that much of their large investment in Cuba has been squandered
by the administrative bumbling of the Castro regi They have undoubtedly
pressured Castro to straighten out Cuba’s confused edonomic practices. Negoti-
ations for the 1965 Cuban-Soviet economic agreement dragged on from October
to February. Ultimately the Sovicts agreed to 2 leyel of aid approximately as
in 1964.

lz.Duringtheputyear.theCastroregime has moved claser to the Soviets
in the Sino-Soviet dispute. At the conference jof Latin American Communist
parties in Havana in November 1964, Cuba agrued tocooperate with the Moscow-
oriented parties and condemned factionalism | within the
Cuba, in what China considered yet another dire affront, also attended the
meeting of Communist parties in Moscow in ) b 1965. In addition, Castro
has criticized Peiping for the damage which ity polemics have indlicted on the
Communist movement. The shift toward Moscow | redects in part Sovict pres-
sure, but it also redects Castra's own present ent of the situation. He
has probably became convinced that China is maifly responsible for the split,
and has rebuked it for divisive propaganda agtivities in Cuba itself. He also
probably views Peiping as a competitor in Latin America for the allegiance of

Efforts o Foment Revolution

13. Cuba has continued to provide propaganga Hacking, training in subversion
and guerrilla warfare, and limited financial aid tq Communist and other Latin
American revolutionaries. But. Castro now s|to believe that local elements
should bear the principl burden of revolutionafy effort, with Cuba playing
a supporting role. He has apparently abandorec his belief that ail Latin
America is poised on the brink of revolution. |Cagsequently, he is concentrating
on those countries where revolutionaries are gctive, €.2. Venezuela, Cuatemaia,
Colombia, and Peru. Elsewhere he appears to wait for targets of oppor-
tunity. Along with this change In emphasis, Castro has at least temporarily
muted his opposition to the old line Communis{ partics in Latin America; in
return they are pledged to give “active aid” to revolutionary clements in &
specific list of countries.! They have done littld to date to honor this pledge.
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Yo has assisted various
. however, the Cuban effort in
the overthrow ot Castro's friend

revolutionary movements in/ frica.
Africa is small. and it ived a setbac
Ben Bella in Algeria.

0@ has also provided guerrilla training
for & number of African natignal ha arjd has sent some military equipment

to Algeria and Tanzania.

Relations with the non-Coﬁnmunisf' w

16. Through his support of various
anti-imperialist posture, Castro has had
ence among the non-aligned netions.
ties with various non-Communist arcs
circumvent the US economic denial progrs
almost entirely according to its ability t¢
had money, as in 1963-1964, some E
small amounts of trade credit; wh
are low—as at present—most traders

cash dealings.
17. Castro has maintained his gen

htionury elements and his consistent
- success in increasing Cuba’s influ-
ba has also sought closer evonomic
rimarily to expand exports and to
. In this Cuba’s success has varicd

| sugar at good prices. WVhen Cuba
ookan traders were willing to extend
ba's convertible exchange holdings
e goods Castro needs avoid all but

ropagunda attacks on the US, but.
since the overthrow of Klirushchev, has ot excrted pressure on a number of
[ssues involving direct US intercsts. Cubans have, for example, set aside
their public and diplomatic campaign tol comp 1 the US to cease U-2 over-
fights of the island.
But they have got gone so far us to renew gvertures

for a normalization of Cuban-US relatio

. QUTLCCK

18. For 1965 as a whale, the Cubs onomy will continue to increase at
about the rate of 1964, Beyond 1864. hqwever, prospects arc clouded by sev-

eral factors. The efforts to expand sugar output are cutting into the cultivue
ton of some other crops.  Thus the prosprets for an incrense in total agriculture
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in 1966 and 1967 are limited, even though there may pe further improvement
in sugar production. T.e outlook for 1966, in particular} is dimmed by a current
reduction in the supply of fertilizers. In the industrial sector of the economy.
it seems doubtful that the flow of raw materials and jequipment will increase
significantly over the next twa yesrs. Measwrable gaing will proLably be made
in some sectors, but total industrial production will pfobubly rise very slowly.

laTbeCabmmmyeouldmnhsigniﬁmp
and poor labor morale could be reduced. Progress i

_ however, inpa.rtbecauseso many of the most talented
have left and are leaving the country. In addition, C
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gress if mismanagement
administration is slow,
and best trained Cubans
tro has clearly empha-
e. on the other hand,

PRGN s

;‘_' : sized revolutionary zeal over competence. Labor mg

may improve as & result of Castro’s recent recognition of the need for material
7 incentives. If the current economic jmprovement cpntinues beyond 1965, it
'.‘ will probably not suffice to make an appreciable diffgrence in living standards
X3 within the next two years. In any case, the Cubah edonomy will remain highly
. dependent upon trade with and aid fron. the Coramupist countries. Any large
2 expansion of Cuban trade with the West is unlikely

P 90, Despite sporadic frictions, the Castro regimels political and economic
5% relationship with the Soviet Union is almost cetain| to remain close, at least
during the period of this estimate. Castro has ng p ctical alternative to Soviet
e gssistance, and the Soviets have an important aka‘ln preserving the Castro
R 35 ime in piwer. Castro will almest certainly continue his efforts to increase
7 Cuba’s influence among the non-aligned nations, byt major successes e un-
po: = likely. We believe that both the Soviets and Cuba will proceed cautiousiy
"",:3 in their attempts to undercut the US position in Latin America.

28

e

S 7 91. Castro almost certainly believes that any drdgmatic improvement in us-
¥ Cuban relations is highly unlikely. Therefore he| would probably not offer
B 5, any significant concessions to achieve It.

RE L 29 Castro's commitr.ont to the “export of revolution” will remain a key
k. - policy of his regime. We believe that within| his|limited capabilities he will
= continue to provide training and same clandestine aid to active revolutionaries
= . in several Latin American countries and to a l extent in Africa. He is
likely to display caution in most of these efforts, though he will continuc his
Fiad extensive propaganda backing of insurgents. Morpover, we think that he will

also give increasing emphasis to longer range political tachcs, such as closer

————
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cooperation with Moscow-oriented Communist p ties and in some countrics
with more moderate leftists as weil. Nevertheless, we believe that Castro still
regards parallel revolutions elsewhere in Latin erfica as his best hope of
breaking out of his present isolation in the hemisphefe.

93, Castro’s administration of Cubun internul affai will remain highly per-
sonal, aithough some political and ecoriomic decentralfation is occurring® The
institutions which he has created—the party, eqono ic, social, and security

izations based on Soviet mudels—will continge to develop gradually.
eventually becoming more effective and perhaps actjuiripg 2 major role in decision
muking. But we believe that over the next year or fwo they will continuc to
te as Castro’s personally controlled vehicles, that they will be responsive
to his dictates, and that Fidelismo will be far more |important than Marxism-
Leninism in their ideology.

94. Castro’s personal predominance will remuin a fmajor vulnerability of his

gh we see virtually no chance |of his overthrow during the

regime. Althou
next year or so. there is always the pogsibility of his death by illness or assassinu-

———
*In this year's 28 July speech, Castro particulerly his Intention of Incressing the
responsibilities of the local party organizations.




